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Preface
This practice aid is one in a series that addresses administrative matters
related to the provision of management advisory services (MAS) to clients
within the environment of a CPA practice. These documents will be of
particular interest and value to those who have administrative responsi
bility for an MAS practice, but they also will be useful to anyone providing
MAS as a CPA, whether he or she is a sole practitioner or a partner or
staff person in a single- or multiple-office CPA firm.
The information provided in this series may not be directly applicable
in every circumstance because the nature, organization, and operation
of MAS practices vary considerably. Professional judgment should be
used to adapt appropriate concepts or practices described in these
documents to match the administrative requirements of a specific MAS
practice.
These practice aids do not establish binding standards or preferred
practices. However, MAS practice is subject to binding Statements on
Standards for Management Advisory Services (SSMASs), and MAS prac
tice administration as discussed in these documents will include quality
control matters as well as practice management matters.
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CHAPTER 1

Introduction
The purpose of this document is to aid interested CPA firms in developing
or revising an MAS engagement control program. Such a program is not
required by professional standards, but it can provide a firm with in
creased assurance that its MAS engagements will be administered in
keeping with firm policies and MAS practice standards.
This practice aid will probably be most useful to firms that have or
plan to have separate MAS practice functions. Other firms and sole prac
titioners may find it helpful in considering procedures, documented or
informal, relating to their MAS services.
Some firms have found that the effective and uniform administration
of MAS engagements1 can be enhanced by establishing policies and
procedures documenting the firm’s considered judgments on how an
MAS engagement is to be conducted. Such policies and procedures may
include controls that allow firm management to evaluate the conduct of
in-process MAS engagements to help maintain the high quality of the
firm’s management advisory services.
There is a limited amount of professional literature describing activities
and controls applicable to specific kinds of MAS engagements. In fact,
the range of potential MAS engagements is so wide that it is doubtful the
profession or a firm would ever address every type in great detail. How
ever, a firm’s MAS engagement control program, as described in this
document, could cover the major activities involved in virtually all types
of MAS engagements.
T erm inology o f T his Practice Aid

The following terms are used in this practice aid as indicated:
MAS practitioner. Any Institute member in the practice of public ac
counting while engaged in the performance of an MAS service for a client,
or any other individual who is carrying out MAS for a client on behalf of
any Institute member.2
MAS engagement director. The individual who has been given respon
sibility by the CPA firm for the direct supervision of the engagement,
regardless of title.
1. MAS engagement is defined in Statement on Standards for Management Advisory
Services No. 1, Definitions and Standards for MAS Practice (New York: AlCPA, 1981).
2. This definition is from SSMAS No. 1, paragraph 4.
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MAS engagement administration. That part of MAS practice administra
tion involving the application of supervision and control procedures in
carrying out a specific MAS engagement for a client.
MAS practice administration. All of the policies and procedures adopted
by a CPA firm to accomplish its MAS practice goals, including those
related to activities such as staff recruitment, professional education, and
practice development. (Only MAS engagement administration is ad
dressed in this document.)
MAS engagement control program. The development and use of various
policies, procedures, forms, reports, and manuals intended to assist an
MAS engagement director in controlling the performance of a specific
MAS engagement.
MAS engagement activities. The major MAS engagement functions, such
as those discussed in this practice aid.
MAS engagement tasks. Subsets of MAS engagement activities that are
deemed significant enough to warrant separate discussion in this practice
aid.
S cope of T his Practice Aid

CPA firms may have or wish to have some form of internal guidance
devoted to the administrative control of MAS engagements. This practice
aid is intended to provide useful information for firm personnel responsible
for developing and maintaining such material. It may also be helpful to
individual practitioners in firms that have not issued guidance materials
concerning MAS engagements.
MAS engagement control programs vary, depending on the firm’s
size, the degree of operating autonomy allowed its personnel, the nature
and organization of the firm’s MAS practice, and appropriate cost-benefit
relationships. A firm developing an MAS engagement control program
might want to consider the matters addressed in this practice aid from
two points of view.
1. What specific guidance concerning the MAS engagement process
does the firm wish to provide to its practitioners?
2. What documentation, if any, does the firm want to require of its prac
titioners to show that they have complied with the firm’s guidance?
S tructure of T his Practice Aid

This document uses the typical MAS engagement cycle as a framework
for the development of an MAS engagement control program to help
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practitioners relate the document to specific engagements in which they
are involved.
Although many other divisions are possible, the MAS engagement
cycle has been divided into four phases for purposes of this document:
•
•
•
•

Preengagement considerations
Engagement planning
Engagement management and execution
Engagement conclusion

Each of these phases consists of a series of activities and tasks that
generally occur sequentially. Each might encompass activities, tasks,
and considerations unique to a specific engagement or to a certain type
of engagement. This document, however, focuses on certain activities
and tasks that are common to many MAS engagements.
M AS C on sulta tion s

Although this practice aid deals with MAS engagements as they are
defined in SSMAS No. 1, CPA firms may wish to include MAS consulta
tions, also defined in SSMAS No. 1, in their program considerations.
Those firms should recognize that in an MAS consultation, the client
inquiry, understanding between parties, and practitioner response often
occur in the same conversation, and controls similar to those discussed
in this practice aid may not be feasible.
In some CPA firms MAS services are performed mostly in the form
of consultations. MAS consultations are often provided to clients without
being identified as such, and provision of MAS consultation services is
not limited to individuals in a separate MAS department. Some firms,
therefore, may wish to emphasize the professional nature of MAS con
sultations in appropriate firm manuals since professional standards apply
to such services.3
An MAS consultation may occur concurrently with the performance
of any other professional service, including an MAS engagement. Ex
amples of two situations in which some firms provide guidance for MAS
consultations are (1) when the firm wishes a consultation, and its sub
stance, to be recorded in the client’s file and (2) when the firm believes
a client might be served best by recommending an MAS engagement
rather than providing an MAS consultation.

3. See Statements on Standards for Management Advisory Services, issued by the AlCPA.

3

S um m ary

The primary purpose of this document is to assist firms that wish to
establish or enhance an MAS engagement control program. An MAS
engagement control program can help a firm maintain a uniform level of
quality.
This document may also aid practitioners in developing a better un
derstanding of the nature of the MAS engagement cycle and key en
gagement activities and tasks that are applicable to a wide variety of
MAS engagements. The structure of this practice aid relates MAS en
gagement controls to the MAS engagement cycle. It does not deal with
MAS consultations.
The remaining chapters discuss specific activities and tasks in relation
to the four engagement phases cited in this chapter. It should be noted,
however, that some activities or tasks may be performed in more than
one phase or simultaneously with other activities or tasks. In addition, not
every activity or task mentioned is performed in every MAS engagement.
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CHAPTER 2

Preengagement Considerations
Preengagement activities play an important role in establishing a mutual
client-practitioner understanding and in enabling the MAS practitioner to
become familiar with the client’s environment. In developing an MAS
engagement control program, a firm should consider establishing policies
and procedures that deal with the period prior to engagement accept
ance, starting as early as the initial contact.
The nature of an initial contact with a client or potential client will vary
considerably. It may involve the receipt of a formal and detailed com
munication containing extensive background information, such as a re
quest for proposal (RFP) issued by a governmental body, or it may be
in the form of a comment from a client or potential client about a business
problem or specific consulting work to be done. The practitioner’s re
sponse will reflect the differing circumstances of the initial contact. Certain
activities, however, are common to the preengagement phase of many
MAS engagements.
This chapter will discuss the activities of the CPA firm during the
preengagement period. For the purpose of this practice aid, these ac
tivities have been divided into two categories with subordinate tasks, as
follows:
Engagement Definition
• Initial assignment of responsibility
• Review of background
• Preliminary survey
• Determination of the engagement’s nature, scope, and objectives
Decision to Pursue the Engagement
• Acceptance of the client
• Initial understanding of client benefits
• Determination of the ability to complete the engagement

An illustrative form for the entire engagement acquisition process, from
initial contact through proposal, appears as exhibit 1 in the Appendix.
E ngagem ent D efin ition

Engagement definition usually involves taking a request for assistance,
which may sometimes include problem statements that are unclear or not
specific, and determining the response on a preliminary basis. This effort
sets the direction for the engagement. Engagement definition is equally
important when the practitioner is recommending an MAS engagement
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to the client. A misperception or misunderstanding of what the MAS
practitioner is being engaged to accomplish will have a negative effect
on the success of the engagement. A firm’s MAS engagement control
program can help guide practitioners in obtaining a better understanding
of the client’s needs and the work to be done.
A client may have already defined an engagement when he requests
a practitioner’s assistance. However, the practitioner’s judgment and ex
perience may indicate that the client’s perceptions of the problem or
suggested method of pursuing the solution may not lead to achieving the
desired results. A control program can help assure that a practitioner
sufficiently evaluates the situation rather than proceeding solely in ac
cordance with the client’s conclusions. To accomplish this, the control
program could include policies and procedures to guide the practitioner
in performing pertinent reviews and research prior to developing an en
gagement proposal or plan.
A number of key tasks within the engagement definition activity pro
vide control opportunities. They are initial assignment of responsibility,
review of background, preliminary survey, and determination of the en
gagement’s nature, scope, and objectives.
Initial Assignment of Responsibility

MAS engagement development entails control and coordination by
an individual who can make decisions about accepting consulting en
gagements. Identifying the individual to be responsible for proposal
development and planning can provide for control over subsequent
preengagement client contacts and the engagement definition activity
(for example, background review, survey, and determination of the scope
and objectives).
In many cases the assigned individual may continue to be responsible
for subsequent activities in the MAS engagement cycle, such as the
decision to pursue the engagement, engagement planning, and en
gagement conduct. In other cases different individuals may be assigned
subsequent engagement responsibilities.
Review of Background

A review of available pertinent background material is useful before un
dertaking an MAS engagement. If the prospective engagement is for a
current or former audit, tax, or MAS client, discussions with personnel
familiar with the client, as well as reviews of past management letters,
previous engagement work papers, annual reports, and other available
material, are frequently of value. Researching publicly available infor
mation about the client and the client’s industry is sometimes helpful in
understanding the client’s operations and problems and in establishing
a better rapport with the client. Retaining such notes and reference ma
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terials for use during the engagement would be helpful to other individuals
who may become involved in later phases.
Preliminary Survey

A preliminary survey of the client’s situation may often be a good way to
develop the engagement definition. Such a survey may vary In complexity.
It may even be phase 1 of an engagement, with the engagement definition
for subsequent phases to be developed after the survey is completed.
A prospective client, in many cases, may have already diagnosed the
problem or have an understanding of the engagement’s objectives and
the anticipated work the MAS practitioner will perform. However, the
client’s diagnosis may be based on incomplete data or an incomplete
analysis of the situation, or it may lack objectivity. Therefore, a practi
tioner’s review of available data and an analysis of the situation can be
useful.
The results of a survey often enable an MAS practitioner to suggest
alternative courses of action. These may change the client’s initial con
ception of the anticipated work or even the engagement’s objectives.
Deciding whether to perform a preliminary survey usually involves—
• Assessing the client’s ability to correctly define the problem or the
work required and reviewing the bases for the client’s conclusions.
• Considering the complexity of the problem.
• Considering the potential risk involved in undertaking the engagement
without a survey.
• Considering the potential scope of the engagement versus survey
cost.
A preliminary survey involves performing work necessary to define
the engagement. It may include—
• Developing a survey plan to independently evaluate client operations.
• Contacting appropriate client personnel to secure needed information.
• Resolving any issues that affect the development of the engagement
definition.
Determination of the Engagement’s Nature, Scope, and Objectives

An initial view of the engagement’s nature, scope, and objectives may
be obtained through some or all of the following: discussions with client
personnel, a request for proposal, and a preliminary survey. However,
analysis of the information gathered sometimes produces alternatives to
the client’s suggestions that may be more appropriate or more feasible
under the circumstances. The practitioner and the client need to reach
an early understanding on the nature, scope, and objectives and to agree
on a method for handling any later changes in the initial understanding.
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D ecision to Pursue the Engagem ent

The second category of activity in the preengagement phase is reaching
a decision about whether to pursue the prospective engagement. It is
one of the most critical control points in the MAS engagement process.
Appropriate engagement control procedures can play an important part
in helping a firm avoid an undesirable or inappropriate engagement and
in limiting the possibility of inadvertently declining an acceptable one.
A number of questions affect the decision to pursue an engagement.
For example:
• Can the client benefit from the engagement?
• Will the firm’s role in the engagement be an appropriate one?
• Is the nature of the required work acceptable to the firm and consistent
with professional standards?
• Is the firm competent to perform the required work?
• Can the required work be performed at a cost acceptable to the client?
• Is the client likely to accept and implement appropriate recommen
dations?
• Is there any other reason the firm would not want to undertake this
engagement?
A number of tasks within the decision-making process can help to
answer these questions, and they present opportunities to establish en
gagement controls. As previously outlined, these tasks are acceptance
of the client, initial understanding of client benefits, and determination of
the ability to complete the engagement.
Acceptance of the Client

A firm carefully considers whether accepting an engagement might result
in an undesirable association. Although a firm does not vouch for the
integrity or reliability of a client, it considers whether the reputation of a
client’s management could reflect on the reliability of representations
made by that management and on the firm’s own reputation. The firm’s
relationship with others, such as competitors of or major suppliers to the
potential client, may be considered. A firm would also be concerned with
the prospective client’s ability to pay for the services rendered. Therefore,
a firm’s MAS engagement control program may communicate to its prac
titioners how prospective clients are to be reviewed in terms of reputation,
relationship to other clients, and financial condition. Such a review might
involve steps similar to the following:
• Request information from appropriate third parties that may have a
bearing on the prospective client and its management.
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• Obtain and review available financial information to determine that the
prospective client has the ability to pay for the engagement.
• Consider how the prospective client’s competence may affect the
success of the engagement.
• Consider any circumstances that make the prospective engagement
one that presents unusual risk or questions of propriety.
The firm’s objectivity and independence1 are also considerations in
the decision. The firm might wish to establish the practice of communi
cating information about prospective MAS engagements to appropriate
personnel so that any potential conflicts can be discovered before an
engagement is accepted. (See “ MAS Engagement Notice,’’ exhibit 2 in
the Appendix.)
Initial Understanding of Client Benefits

Typically, an MAS engagement will occur only if a prospective client
believes it will benefit if it engages the CPA firm to do certain work.
However, benefits are often difficult to quantify and may be intangible.
Therefore, the skill with which a practitioner identifies potential benefits
and engagement costs, and communicates them to the prospective
client, may determine whether there will be an MAS engagement for the
firm.
The defined benefits also become the key criteria against which the
client will measure the success of the MAS engagement. If the practitioner
has reservations about benefits anticipated by the prospective client,
they should be communicated to ensure that an understanding about
benefits will be reached.2
A firm’s engagement control program may direct its MAS practitioners
to—
• Weigh, where possible, the anticipated benefits against estimated
engagement costs.
• Consider the prospective client’s willingness to accept recommen
dations and its ability to implement them.
• Communicate to the prospective client any reservations concerning
the ability to achieve anticipated benefits.

1. See SSMAS No. 1, Definitions and Standards for MAS Practice (New York: AlCPA,
1981), paragraph 6 and footnote 7.
2. See the sections concerning client benefits in SSMAS No. 1, paragraph 6, and SSMAS
No. 2, MAS Engagements (New York; AlCPA, 1982), paragraphs 21-23.
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Determination of the Ability to Complete the Engagement

A practitioner determines the nature, scope, and objectives of a potential
MAS engagement before deciding to pursue it. Matters to be considered
would include personnel, equipment, and time requirements as well as
engagement constraints, such as a deadline for the completion of the
work. For example, the firm may find it appropriate to direct its practi
tioners to—
• Identify the tasks that would probably be necessary to successfully
complete the engagement.
• Match the industry, experience, technical, and personnel require
ments of the potential engagement to firm resources.
• Determine if required resources would be available at the required
time and in the required numbers.
• Determine if additional resources needed can be obtained from out
side the firm.
Summary
The eventual success of an MAS engagement, as well as the initial goal
of securing the engagement, often depends on activities performed by
the MAS practitioner before an agreement to perform the engagement
has been reached with the client. This chapter has discussed the major
activities and tasks in the preengagement phase of the MAS engagement
cycle in order to assist interested firms in developing related policies and
implementing procedures to help assure compliance with them.
The activities labeled engagement definition and decision to pursue
the engagement are important in the MAS engagement process. Most
firms have devoted less attention to controls over these activities than to
controls over planning, execution, and conclusion activities. Establishing
an appropriate MAS engagement control program can help assure a firm
that the MAS engagements its practitioners undertake will be completed
with professional competence and will prove to be beneficial to the client
and the firm.
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CHAPTER 3

Engagement Planning
When a decision to pursue an engagement is reached, emphasis shifts
from the nature of the engagement to a plan and arrangements for ef
fectively and efficiently completing the engagement. This chapter deals
with converting information developed in the preengagement phase into
a specific plan and arrangements for conducting the engagement. Ar
rangements often include the overall schedule, responsibilities of firm
and client personnel, fees, and use of client facilities.
In reaching the decision to pursue an engagement, the firm usually
would have developed—
•
•
•
•

An adequate understanding of the client’s business environment.
An understanding of the engagement’s nature and scope.
A tentative approach to attaining the engagement objectives.
An assessment of its ability to complete the engagement successfully.

At this point the nature and extent of available project information may
vary considerably and may not yet be sufficient to provide the MAS
engagement director with a clear understanding of the detailed engage
ment work steps, staff, and schedule. If this is the case, the MAS en
gagement director can conduct further research and analysis that would
enable the firm to reach an understanding with the client.
Elements that are generally considered in the planning process in
clude—
•
•
•
•
•
•
•
•
•
•

Engagement approach.
Estimates of time and effort.
Anticipated needs for firm supervision and staff functions.
Determination of project control points.
Expected frequency and form of reporting.
General responsibilities of client management and client personnel
assignments.
Tentative arrangements for client decision making and liaison.
Fee estimates.
Use of outside specialists.
Provisions for changing the engagement plan.

The planning process goes on throughout an MAS engagement since
plan revision may occur as more facts become known or in response to
changing circumstances or changes in the engagement definition. The
level of planning detail and documentation will vary with the size, com
plexity, personnel, and circumstances of the engagement.
11

Engagement activities and tasks that will be discussed in this chapter
are as follows:
Developing an Initial Engagement Plan
Reaching an Understanding With the Client

• Choosing the form of communication
• Reviewing the information to be communicated
Preparing a Detailed Engagement Work Program

• Developing the program
• Reviewing the program
• Communicating information that differs substantively from the initial
understanding
Developing an Initial Engagement Plan
Initial engagement plan development is a key activity in the process of
obtaining and conducting an MAS engagement. It is often done when
there is no assurance that the firm will be engaged. When conducted in
an appropriate and timely manner, initial engagement planning can en
hance the possibility that the firm will be engaged, and it can also benefit
the later conduct of secured engagements. A detailed engagement work
program generally builds upon a foundation supplied by an initial en
gagement plan.
An initial engagement plan is a translation of the engagement defi
nition, discussed in chapter 2, into steps required to attain the objectives
of the proposed project. Generally, an engagement plan covers gathering
and analyzing data; developing, testing, and evaluating courses of action;
presenting findings and recommendations; and, when appropriate, as
sisting in implementation. However, implementation assistance may be
a separate engagement.
If there is a high degree of certainty about securing an engagement,
a detailed engagement work program might be prepared as part of the
initial engagement plan. The preparation of a detailed work program is
discussed later in this chapter, but its content is often considered in the
initial engagement planning process.
A firm may wish to establish control policies and procedures for initial
engagement plan development to help assure that planning is conducted,
supervised, and documented in accordance with firm policies. For ex
ample, the firm may want to specify (1) that an initial engagement plan
be sufficiently detailed to achieve an understanding with the client and
(2) that the intended MAS engagement director should, to the extent
possible, participate in its preparation. Exhibits 3A and 3B in the Appendix
show both sides of an illustrative form for initial engagement planning.
12

The firm may also wish to establish a procedure to help assure that
an initial engagement plan is reviewed, whenever possible, by appro
priate firm personnel who have performed similar services for other
clients. For example, a firm might develop an engagement index, report
library, or other similar sources that would provide access to data from
prior engagements of a similar type or for the same industry or client.
Reaching an Understanding With the Client
Agreeing on arrangements and communicating with the client about the
engagement plan are part of the process of reaching an understanding.
Each engagement is a contract, either expressed or implied, in which a
firm agrees to perform certain services for a client and to accept certain
responsibilities. If this is formalized in writing, there is less chance of a
misunderstanding between the firm and the client.
The benefit of MAS engagement controls relating to the understanding
with the client will vary according to the size, type, and risk of a specific
MAS engagement. However, a firm might want to establish policies and
procedures to help assure that arrangements are appropriate to the MAS
engagement and are documented and communicated to the client in
accordance with firm practices.
Choosing the Form of Communication

Clients can be informed of significant matters related to an MAS en
gagement through a proposal letter, a confirmation letter, an engagement
letter, a contract, or an oral understanding that might be documented in
a file memorandum. The following paragraphs discuss the various com
munication methods that might be addressed in an MAS engagement
control program.
Proposal letter. A proposal letter is an offer of services. When accepted,
it becomes a contractual agreement. The proposal letter generally covers
engagement objectives, potential benefits, other elements of the pro
posed engagement plan, and arrangements that the client should know
about in order to make an informed decision concerning acceptance of
the proposal. If subsequent events require alteration of the initial letter,
amendments can be made provided written confirmation is obtained.
Confirmation letter. A confirmation letter is a brief and concise statement
of an agreement previously reached with a client. It might reflect changes
to a proposal letter or outline a discussion of significant engagement
matters.
Engagement letter. An engagement letter is a contractual agreement
used primarily when the client has already agreed that the firm will un
13

dertake the project. The letter documents the understanding, including
objectives, benefits, plans, and arrangements, in about the same level
of detail as might appear in a proposal letter. Exhibit 4 in the Appendix
is a sample engagement letter.
Contract. A contract is a legal document generally prepared by the client,
often incorporating a proposal letter or engagement letter prepared by
the firm.
Oral understanding. An oral understanding of an MAS engagement may
be reached when the client may view a written proposal or engagement
letter as unnecessary or undesirable. In such cases, however, it may still
be desirable to document the understanding in a memo to the file for the
benefit of other firm personnel who may become involved in the en
gagement.
Reviewing the Information to Be Communicated

Proposal letters, engagement letters, and other key communications doc
uments to the client can significantly affect the success of an MAS en
gagement. Factual or computational errors, ambiguities, inconsistencies,
incompleteness, and poor language all create the potential for misun
derstanding. In addition, they might result in the firm not being engaged
at all. Therefore, depending upon the complexity and amount of infor
mation to be communicated, letters might need to be reviewed from
technical, editorial, policy, and legal perspectives. A firm may wish to
establish policies and procedures to help assure that all letters are re
viewed (1) by an appropriate person other than the drafter before being
submitted to the client and (2) by administrative or technical personnel
or legal counsel in specified circumstances.
An oral understanding of engagement plans is difficult to review if a
written initial engagement plan or work program is not prepared. When
engagement circumstances or the client’s desires dictate that an oral
understanding not be confirmed in a letter, a firm may wish to exercise
control by requiring that a memo to the file be prepared and reviewed
or that an additional firm representative attend the oral presentation.
P reparing a D etailed E ngagem ent W ork P rogram

A detailed engagement work program is a result of the planning process.
Preparation of the detailed engagement work program entails formalizing
and elaborating on the approach to the project conceived during the
preengagement and initial engagement planning activities.
Detailed engagement work programs are useful because they—
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• Provide a means for arranging, distributing, and assigning respon
sibility for various segments of an engagement.
• Provide a means of control for determining whether all segments of
the engagement have been completed.
• Provide the framework for reporting progress on an engagement.
• Facilitate the establishment of time and efficiency controls over en
gagement personnel.
• Assist engagement review.
As indicated earlier in this chapter, a detailed engagement work pro
gram may be prepared before a proposal or engagement letter when the
firm has a high degree of certainty that an engagement will be secured.
However, initial engagement planning usually involves consideration of
most of the factors considered in developing the detailed engagement
work program; this is generally necessary in order to estimate the fee and
prepare the proposal or engagement letter. Details or documentation
useful in executing the engagement, however, may not be developed
until after the engagement is secured, at which time a detailed engage
ment work program may be prepared for the first time.
In many cases elements of the detailed work program will have been
developed in varying degrees prior to formalization of the program, and
refinement or revision of the program will continue throughout the en
gagement. The degree of detail in an engagement work program may
vary considerably, based on the circumstances of the specific engage
ment, firm policy, and professional judgment.
A detailed engagement work program can serve as a master plan for
the engagement and the framework for controlling its progress. It can be
a planning tool that actually documents how the engagement will be
carried out, organizes the engagement into scheduled sequences, and
indicates the various tasks necessary to achieve the intermediate goals
as well as to obtain the final product. It might allocate the engagement
time by task and assign specific tasks to specific staff members. How
ever, not every engagement may entail development of such a program.
Excerpts from a very detailed engagement work program, including
a Gantt chart used to display the task/time/responsibility relationship, are
shown in exhibits 5A and 5B in the Appendix. An illustrative work program
form appears as exhibit 6.
A firm may wish to establish policies and procedures concerning the
development of detailed engagement work programs. This can help as
sure effective planning prior to the performance of every MAS engage
ment that is expected to exceed a specified number of man days or
meets other specified criteria.
Preparing a detailed engagement work program includes three major
tasks. They are developing the program, reviewing the program, and

15

communicating information that differs substantively from the initial un
derstanding.
Developing the Program

The detailed engagement work program, which can take many forms,
could include—
1. A statement of the engagement’s objectives, scope, and approach
(or a copy of the proposal, engagement letter, or file memo, which
includes this information).
2. A breakdown of what is to be studied and the various activities and
tasks to be performed, including data to be gathered, client contacts,
supervision, output, and so forth.
3. Staffing requirements, including assignments and responsibilities of
personnel: schedules; and allocations of time to perform specific
tasks, including starting and completion dates.
4. Client participation in various engagement activities and tasks and
client engagement responsibilities, if any, to be integrated into the
schedule.
To provide guidance, a firm may also wish to develop standard forms
and sample engagement programs for a variety of common engagement
types.
One of the key reasons for developing a detailed MAS engagement
work program is its usefulness as a control tool for staff assignments and
supervision. As indicated in preceding chapters, the decision to pursue
an engagement and the initial planning for it are often based on certain
expectations concerning the availability of appropriately skilled person
nel. In some cases a proposal letter may even include the names, back
grounds, and skills of the specific individuals who may be assigned to
the engagement.
Notwithstanding all of the above, actual staff assignments cannot be
made until the firm is ready to begin the engagement. Although a proposal
letter may earmark specific individuals, either the prospective client’s
delay in responding to the proposal or staff turnover could make those
individuals unavailable when the engagement commences or when an
individual’s projected role in the engagement is to be performed. Every
effort is normally made to utilize personnel in accordance with prior plans,
but it is not always possible.
The success of an MAS engagement can often be directly related to
the qualifications of the individuals performing and supervising the en
gagement tasks, including report preparation. Therefore, staff selection
tries to match the specific engagement requirements with appropriate
personnel, drawing on internal firm resources when possible but calling
on appropriate external sources when necessary. The inability to meet
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personnel requirements could result in a firm’s withdrawing from an en
gagement.
Care is exercised by firms in the selection of staff and supervisory
personnel. One procedure that could help simplify the selection process
would be establishing a skills inventory of personnel. An individual re
sponsible for staffing an engagement could then more easily determine
who has the required skills or experience. The skills inventory might
include such categories as technical skills (for example, minicomputer
installation), industry knowledge (for example, banking), and functional
knowledge (for example, marketing). Names of personnel would be listed
under each category. When making assignments, the staff selector could
then consider the education, previous experience, and previous en
gagements of each listed individual.
A detailed MAS engagement work program would help match skills
and abilities to the engagement requirements and work schedule. The
program would then provide a control during the engagement to help
assure that the designated tasks are completed by the designated people
at the designated times.
Reviewing the Program

Generally a detailed engagement work program is developed by the
engagement director. In many instances the individual assigned this re
sponsibility would have been involved in the preengagement client con
tacts and any preliminary survey. A firm may wish to establish policies
and procedures specifying when persons responsible for the develop
ment of detailed MAS engagement work programs should have the draft
programs reviewed by someone with appropriate technical, industrial,
and client knowledge.
There may be others in the firm with equal or greater applicable
experience who could be consulted in the preparation of the detailed
engagement work program. Additionally, there may be others in the firm
who have provided different services for the client— MAS, audit, or tax—
and whose knowledge of the client’s personnel and operations could be
valuable in preparing the engagement work program. These sources can
often be helpful in improving the conduct of the engagement. If they are
contacted during the initial engagement planning, information they pro
vide can generally be reviewed again during preparation of the detailed
engagement work program.
Communicating Information That Differs Substantively From the Initial
Understanding

The development of a detailed engagement work program for an MAS
engagement may. in itself, result in potential changes to the initial un
derstanding in terms of objectives, scope, approach, staffing, timing, or
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fees. Careful development of the detailed engagement work program
may establish the advisability of making such changes in order to increase
the likelihood of a successful engagement. If the changes relate to in
formation already communicated to the client, it would be appropriate to
discuss the changes with the client before proceeding. At this point a
contractual relationship already exists with the client, and such changes
would in effect, be amendments to the contract.
An MAS engagement control program could include procedures to
help assure a firm that if the actual work planned and conducted deviates
significantly from the initial understanding reached with the client, such
changes would be communicated to the client and records of any agree
ments that change the initial understanding would be maintained. Such
changes may also occur during the engagement execution phase.
Summary
Engagement planning and documentation of that planning will vary con
siderably depending on the size, complexity, and nature of a specific
MAS engagement. For example, a major engagement plan and program
developed in response to a government request for proposal (RFP) may
require weeks of planning work, including a detailed engagement work
program, in order to prepare a lengthy and highly detailed proposal
document. There are also many MAS engagements that might not fall
under a firm’s definition of a “significant” engagement and would there
fore require little in the way of planning documentation, although planning
would, of course, be done as required to successfully complete the en
gagement.
Professional judgment is exercised in determining the proper amount
of planning and documentation for each engagement. Professional judg
ment, however, can be guided by policies and procedures established
by a firm as part of an engagement control program.
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CHAPTER 4

Engagement Management and
Execution
Chapters 2 and 3 included discussions of MAS engagement activities
that might be performed even when a potential engagement is not se
cured and there is no agreement for the firm to perform any work. This
chapter assumes that there is an agreement and that the firm is now
committed to performing certain work.
A review of engagement activities discussed in the preceding chap
ters can contribute to a better understanding of the significance of the
material in this chapter. Relevant activities and considerations include
the following:
• Reviewing client operations, analyzing any prior work, and collecting
preliminary data
• Defining the engagement’s scope, nature, and objectives
• Assigning an engagement director
• Developing an initial engagement plan
• Reaching an understanding with the client regarding engagement
plans and arrangements
• Developing a detailed engagement work program, when appropriate
• Assigning staff
Key activities and tasks relating to management and execution of an
MAS engagement that will be discussed in this chapter are as follows;
Engagement Management

• Providing for engagement supervision and review
• Managing project personnel
• Monitoring client satisfaction and understanding, including perception
of benefits
• Maintaining the engagement plan and monitoring progress
Engagement Execution

• Information gathering
• Information analysis
E ngagem ent M anagem ent

Engagement management involves the effective use of the project team
so that the conduct of the engagement meets requirements relating to
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scope, objectives, schedule, and work program and conforms to firm
policies. Four tasks within the engagement management activity can be
considered separately. Discussion of them follows.
Providing for Engagement Supervision and Review

An MAS engagement control program can help assure adequate fulfill
ment of assigned supervisory and review responsibilities. Supervisory
responsibilities related to the day-to-day conduct of the engagement
generally include the assignment and execution of all planned activities
and tasks. Review responsibilities relate to an after-the-fact consideration
of what has been done. An engagement director fulfills both responsi
bilities by supervising current engagement activities and reviewing prior
engagement activities in an effort to complete the engagement satisfac
torily.
Although supervisory responsibilities are carried out by the engage
ment director and others on the team, a firm may decide it is desirable,
whenever possible, to augment the engagement director’s review with
one or more reviews performed by individuals not on the project team.
The table on page 21 illustrates some engagement aspects generally
subject to periodic review and suggests potential reviewers. The en
gagement aspects and the list of potential reviewers are intended as
illustrations only. One or more individuals may be utilized to review en
gagement aspects, as appropriate to the circumstances. Professional
judgment should play an important part in tailoring review requirements
to a specific engagement or type of engagement.
A firm’s MAS engagement control program could—
• Identify engagement aspects that the firm thinks should be reviewed.
• Identify potential reviewers.
• Provide guidance and procedures for arranging reviews.
A firm may also wish to establish a postengagement review process,
but this practice aid deals only with controls that can be exercised during
an engagement.
A firm’s MAS engagement control program could provide guidance
on how to carry out the firm’s review policy. Decision alternatives might
include such factors as what (material), who (reviewer), how much (ex
tent), when (timing), and why (benefits). Additional factors are the degree
of responsibility assigned to a reviewer and the use of reviews as part
of a staff development program. Circumstances that might influence the
choice of review alternatives in a specific engagement include—
• Experience and expertise of the project team members.
• Financial or other operational implications for the client.
• Complexity of the technical issues under review.
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Table: Engagement Review Aspects and Potential Reviewers
Engagement Aspects to Consider for Review

•
•
•
•

Assignment and conduct of tasks
Preparation of reports and other deliverables
Progress in meeting engagement objectives and plans
Consistency of key findings, conclusions, and recommendation as
well as special technical issues
• Sensitivity of recommendations to client environment, needs, and un
derstanding
• Meeting the firm’s engagement control goals
Potential Reviewers*
• Engagement director
• Client partner— the individual responsible for overall services to the
client
• Other designated general reviewer(s)
• Appropriately qualified technical reviewer(s) other than those as
signed to the engagement: internal or external not including client
personnel
• Client-designated contact(s)
• Client-designated steering committee
*One or more of the potential reviewers may review any of the listed aspects, or one
individual may review a number of the aspects, depending upon circumstances and re
viewer resources.

Although firm resources are most frequently drawn on for such re
views, there are situations when outside technical expertise can be used
to advantage. Sources for such expertise would include other CPA firms,
management consulting firms, universities, and other individuals or or
ganizations with recognized technical proficiency in the given subject
area. Client personnel also often play significant review roles in MAS
engagements.
Managing Project Personnel

A firm may wish to establish separate policies and procedures related
to the effective use of MAS project personnel. The administrative pro
cedures for managing personnel will vary with the circumstances of the
engagement, including factors such as number of people involved, de
gree of client contact and relationships, and each person’s length of
assignment to the project and level of experience.
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The location and duration of the engagement may also affect per
sonnel and their performance. An MAS engagement control program may
provide engagement directors with guidance concerning appropriate and
timely action if the attitudes or activities of engagement personnel should
begin to have an adverse effect on an engagement.
Monitoring Client Satisfaction and Understanding, Including Perception
of Benefits

A firm may wish to establish policies and procedures to help assure that
the engagement director monitors those engagement-related attitudes
and activities of the client that may affect the success of the engagement.
Among such client attitudes and activities might be—
• Understanding of the engagement’s objectives and deliverables.
• Recognition of and reaction to actual or perceived changes in the
engagement’s scope.
• Reaction to project progress and perceived benefits.
• Interaction with project personnel.
• Changes in organization.
• Changes in operations (possibly resulting from early implementation
of recommendations).
Since such information will help both the firm and the client to monitor
the engagement’s potential results, the control program could include a
requirement for the client partner to periodically communicate with the
client concerning project progress and problems encountered. The prac
tice of interim billing for completed segments of an engagement will also
provide an effective means of gauging a client’s attitude toward the en
gagement’s progress.
Maintaining the Engagement Plan and Monitoring Progress

A firm may wish to establish procedures to help assure that an engage
ment is progressing in accordance with plans or with the detailed en
gagement work program, if there is one. A work program can be a key
aspect of engagement control. A detailed program, with specific steps
and schedules, can make it easier to determine whether the engagement
is proceeding as planned and whether the findings or results are con
sistent with the understanding established with the client.
Consideration should be given to maintaining documents that record
hours expended by each project team member for each engagement
task, in order to facilitate review of the use of resources and to help
identify deviations from the engagement scope or work program. When
significant scope changes occur, it would be appropriate to review them
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with the client and to have the work program subsequently reflect them.
The work program and time control documents may be combined. See
exhibit 7 in the Appendix for an illustration of such a document.
Engagement Execution
MAS engagement execution as discussed herein involves two major
tasks— information gathering and information analysis, which includes
developing recommendations. An MAS engagement control program can
include procedures to help assure that information gathering and infor
mation analysis are performed in keeping with the client-firm understand
ing and the firm’s policies.
Information gathering and information analysis are discussed in the
following paragraphs. The follow-up activity of communicating results,
which includes presenting recommendations and implementing changes,
will be discussed (along with other activities) in chapter 5, “ Engagement
Conclusion.” An illustrative form, including a checklist, for use during the
engagement process appears as exhibit 8 in the Appendix.
Information Gathering

A clear definition of the engagement is important so that sufficient relevant
data can be identified and collected. Information gathering involves—
• Determining the nature and extent of information to be collected.
• Locating the sources of the needed information.
• Recording the information and documenting the process.
Each of these three aspects of the information-gathering task may be
considered separately during the development of MAS engagement con
trol policies and procedures.
The nature or extent of the information may complicate the gathering
process. For example, the practitioner deals not only with numerical data,
but also with subjective data, such as impressions drawn from interviews
and representations about future events.
The sources of information will affect the information-gathering pro
cess in several ways. MAS engagement control policies or procedures
could provide guidance about reliance on data supplied by the client or
by other sources.
Administrative control over the information-gathering task involves the
firm’s policies concerning documenting facts, recording observations,
and retaining pertinent information and materials gathered during an MAS
engagement. The firm could prepare guidelines that would assist in com
municating those policies.
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Information Analysis

Converting information and judgments based on the MAS practitioner’s
prior experience and knowledge into conclusions and recommendations
can often be difficult. It is a process in which the effective practitioner
consolidates a considerable amount of information, avoids marginal or
peripheral issues, understands underlying relationships and trends,
knows when to apply appropriate analytical techniques, and gauges
when and how to present the key issues and recommendations to stim
ulate client action.
Analysis is a logical, systematic process that includes tasks such as—
•
•
•
•
•
•

Classifying the information gathered.
Determining causal relationships.
Identifying key variables.
Discovering problem(s) or opportunities.
Developing and evaluating various courses of action.
Recommending a course of action.

MAS engagements usually entail the use of an analytic process that
begins with information gathering and concludes with the presentation
and/or implementation of the recommendations. Careful analysis can
provide a more logical basis for conclusions and recommendations than
intuitive judgments, consensus techniques or negotiated courses of ac
tion, although the analytic process may also draw on these other ap
proaches to problem solving.
A major advantage of the analytic process is that it can be reviewed
by others to determine if there are flaws in the reasoning that led to the
conclusions or recommendations. This would not be possible with an
intuitive approach, although the conclusions reached may be quite cor
rect. A firm may wish to establish the use of forms and procedures to
help assure that an analytic process is employed in reaching conclusions
and recommendations.
Summary
Controlling the conduct of an MAS engagement is clearly an important
factor in achieving a successful result. It is during the management and
execution phase that the engagement director will have the greatest
control responsibilities and greatest opportunities to achieve the en
gagement objectives. Providing guidance through MAS engagement
control policies, procedures, and forms can help assure a firm that an
engagement director will follow the firm’s preferred approach.
Instituting timely reviews of the progress and findings of MAS en
gagements can provide a firm with a major control instrument. However,
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the conduct of MAS engagements may not follow a uniform progression
of activities and tasks. Establishing standard review procedures for every
engagement might, therefore, be less effective than, for example, (1)
establishing a requirement that an MAS engagement work program in
clude provisions for appropriate reviews and (2) providing guidance on
what may be appropriate under different sets of circumstances.
As with all professional engagements, the management of MAS en
gagements will include certain aspects of personnel management. MAS
engagements may involve factors not common to other professional en
gagements in kind or degree, and appropriate guidance may be desir
able.
Client communication throughout an MAS engagement can be, in
itself, an important control technique. A firm’s control program would
consider client communication carefully rather than assume that en
gagements, by their very nature, will entail sufficient communication.
This chapter discussed the two major engagement execution tasks,
information gathering and information analysis. In many MAS engage
ments these tasks constitute the bulk of the work. Controls can help
assure a firm that the engagement stays on course and that its conduct
complies with firm policies and professional standards.
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CHAPTER 5

Engagement Conclusion
Each activity in an MAS engagement is a step toward achieving the
agreed-upon results and thus concluding the engagement. This chapter
provides a framework for MAS engagement control in the communication
of results to the client. Such communication typically includes recom
mendations (with alternatives) and suggestions for, or assistance in, im
plementing them. In this phase of the MAS engagement process, a review
of recommendations and documentation may precede the communica
tion of results, and an assessment of client acceptance may follow it.
This chapter also discusses how a firm can obtain reasonable as
surance that relevant engagement control policies and procedures were
properly applied during the engagement.
A breakdown of the activities and tasks that will be discussed as part
of the MAS engagement conclusion is as follows:
Final Review of Engagement Results
•
•
•
•

Consultative review with the client
Technical review
Engagement director’s review
Objective general review

Communicating Engagement Results
Closing the Engagement
• Assessing client acceptance of engagement results
• Confirming project completion
F inal R eview o f E ngagem ent R esults

In this phase of an MAS engagement, the firm is effecting completion of
relevant tasks, reviewing findings and conclusions, and selecting and
documenting results. The firm is about to take a position with regard to
the work it has undertaken for the client. All the MAS engagement controls
that have gone before were intended to enable the firm to complete its
engagement responsibility effectively and efficiently. This phase provides
a final control opportunity, and since reviews are an effective tool for
engagement control, a discussion of reviews in connection with the en
gagement conclusion is appropriate.
A firm may wish to include in an MAS engagement control program
appropriate policies covering a final review of results before the en
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gagement is concluded. Such policies could help assure the firm that the
engagement findings, recommendations, and report, if written, reflect the
firm’s quality standards and policies. The firm might, for example, specify
that MAS engagement results are not to be communicated to the client
as the final product until they have undergone a review process in keeping
with the nature, scope, and complexity of the engagement.
A number of possible tasks within the final review of MAS engagement
results can be considered separately. These include consultative review
with the client, technical review, engagement director’s review, and ob
jective general review. While these are addressed separately, it should
be recognized that in some circumstances the engagement director and
client personnel may be the only parties involved in accomplishing these
reviews (for example, when the MAS practitioner is a sole practitioner).
Consultative Review With the Client

The quality of engagement results can be enhanced through consultative
reviews with client personnel. A firm might wish to require a practitioner
involved in an MAS engagement to provide opportunities, both during
the engagement’s execution and its conclusion, for a review of findings,
conclusions, and recommendations with the client. This could be
achieved, for example, by including provisions for appropriate reviews
in the engagement work program, including an engagement conclusion
review.
Reviewing tentative engagement results with appropriate client per
sonnel will generally create a more receptive environment for client ac
ceptance of final results. It will also provide opportunities to verify facts
and secure initial reactions to conclusions and recommendations. In the
process, practitioners may gather additional information that results in
changes or further study.
Technical Review

A technical review by an individual (or individuals) not involved in the
engagement could enhance the final review process. The reviewing in
dividual with the requisite technical expertise could be someone on the
firm’s staff or from outside the firm, as available and appropriate. The
purpose of such a technical review would be to provide additional con
firmation of technical results before they are communicated to the client.
Engagement Director’s Review

The engagement director determines that all relevant tasks have been
completed and that the engagement results are in accord with the ob
jectives and scope agreed on throughout the engagement. The review
might include a determination that—
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Alternative courses of action have been included, where appropriate,
and sufficient information has been provided to facilitate the client’s
decision-making process.
The technical concepts involved are compatible with the client’s en
vironment and capabilities.
The technical concepts have been explained in sufficient detail and
clarity to facilitate understanding by the client and others who may
review the report.
Training requirements, if any, for client personnel have been consid
ered.
Implementation requirements, if any, have been considered.

Objective General Review

A firm may wish to establish policies and procedures to help assure itself
that diligence and appropriate attention were applied during the conduct
of an MAS engagement. Some firms have an appropriate person not
involved in the engagement conduct a review that includes the substan
tive issues of the engagement as well as the tasks that were performed,
thus providing an objective evaluation of the engagement process and
its results. Such an individual would not need to be technically qualified
in the subject matter of the engagement but would be someone able to
judge whether (1) the analytical methods employed were relevant, (2) the
results appear appropriate to the engagement, and (3) there is adequate
evidential support for the conclusions reached.
If a firm believes such a review is useful, it generally can be performed
by the client partner. If there is no client partner, or if that individual was
involved in developing the engagement results, another appropriate per
son within or outside the firm could be selected to do the review.

C om m unicating E ngagem ent R esults

Communication of engagement results will not always be limited to, or
primarily involve, a report. Some MAS engagements are designed to
include assistance in the implementation of systems or selected courses
of action, but in other cases implementation may be a separate engage
ment. In either case, the work itself and the changes made may be the
engagement results.
A firm may wish to establish policies and procedures to help assure
appropriate communication of engagement results to the client. For ex
ample, for written communications there might be a policy requiring that
the final MAS engagement report be reviewed and approved prior to
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release to the client. For oral communications the firm might wish to
perform a review procedure before the client is advised that the en
gagement has been completed. Such a procedure might, for example,
involve the preparation of a memo to the file, summarizing the work done
and the final oral report, if any. This memo and appropriate engagement
documents might then be reviewed before sending a letter formally ad
vising the client that the engagement is concluded.
C losing th e E ngagem ent

The closing process considers all aspects of the engagement, but primary
consideration is given to the substantive results of the engagement and
the administrative process followed. Aside from fee billing and file-closure
procedures not discussed here, there are two questions a firm may wish
to address when closing the engagement:
1. Has the work achieved the objectives of the engagement?
2. Has the completion of the engagement been communicated to and
accepted by the client?
Within the engagement-closing process, there are two tasks, assess
ing client acceptance of engagement results and confirming project com
pletion, that might be considered separately in a control program.
Assessing Client Acceptance of Engagement Results

Assessing results involves a candid review of how the engagement af
fected the client. A firm might wish to establish an evaluation procedure
that, for example, would consider the client’s views on whether—
• Recommendations are specific enough to allow client understanding
of the intent as well as the nature of the proposed action.
• Recommendations are practical for the client’s situation.
• Recommendations have an acceptable cost-benefit relationship.
One procedure to assess client acceptance of engagement results would
be to schedule a follow-up visit with the client after a sufficient amount
of time has passed.
Confirming Project Completion

The engagement-closing process provides an additional opportunity to
review results with client representatives and to discuss any unresolved
matters or suggested changes with them. To confirm that the client views
the work as completed, a firm might have a procedure requiring the use
of an engagement-closure letter.
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Summary
This chapter discussed the communication of engagement results and
policies and procedures that can help provide a firm with assurance that
relevant engagement controls were effected during the engagement.
The conclusion of an MAS engagement generally includes reporting
findings and recommendations to the client. The report is often written,
but it may be oral or may take the form of implemented changes. A final
review of findings and recommendations can be conducted before the
client is presented with the results. A number of review procedures may
be incorporated into such a review.
Some final MAS engagement control procedures a firm may wish to
consider involve follow-up visits to a client after results are communicated
and sending an engagement-closure letter.
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A P P E N D IX

Illustrative Forms and Checklists
This appendix includes sample forms and checklists. Individuals responsible for
developing MAS engagement control programs may find them helpful in de
signing or evaluating their own forms should such forms and checklists appear
appropriate for their particular practices.
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Exhibit 1

MAS Engagement Acquisition Control Form

Data for Prospective MAS Client
Name _______________________
Address _____________________
(street)
(city)

(state)

(zip code)

Nature of Business ________________________________________________

□ New Client
□ Current or Previous Client for:
□ Audit
□ Review
□ Compilation
Tax
□ MAS (nature of work) _________________________________
□ Other (describe) ______________________________________
Partner(s) for A b o v e ______________________________________

Initial Contact Data
Contact’s Name ___
Contact’s Position _
Contact Partner or Staff Member _________
Date of Contact ________________ Location
Brief Description of Contact ______________

Acquisition Partner ___________________________Date Assigned
Principal Contact If Different --------------------------- — Date Assigned

Initial Assessment
Nature and Scope of Potential MAS Engagement ------------------------

Evaluation of MAS Engagement Probability
Proposal Deadline Date --------------------------
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Exhibit 1 (cont.)

MAS Engagement Acquisition Control Checklist
(N ote: B a c k u p do cu m en ts, if any, are attached.)

Enter check
or NA

1. Partner(s) advised and potential engagement discussed if
for a current client.
2. Background of prospective MAS client reviewed, including
any firm files and reports.
3. Industry data for prospective client researched.
4. Preliminary survey performed if required.
5. Engagement scope and objectives determined.
6. Engagement file initiated.
7. Preliminary findings reviewed with client partner or equiva
lent if for current client.
8. Acceptability determined if for new client.
9. Engagement benefits anticipated by prospective client eval
uated, and limitations communicated.
10. Firm competence to perform engagement evaluated and
validated.
11. Preliminary engagement plan developed.
12. Oral proposal (if any) communicated to client.
13. Oral proposal documented in file.
14. Written proposal (if any) cleared with appropriate partner(s)
and counsel and delivered to client.
Date checklist completed
Signature ____________
Date of oral or written proposal to prospective client
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Exhibit 2

MAS Engagement Notice
Anticipated Billing

Office

Engagement
No.

Date
Client
Address
(s tre e t)

(c it y )

(s ta te )

(z ip c o d e )

Contact With Client

Title

Nature of Assignment

Starting Date
Anticipated Completion Date

Location of Assignment
Staffing
Audit Personnel

Engagement Partner
Manager
Staff

Client Partner

Comments

Copies to:

Signature
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Exhibit 3A

Initial Engagement Planning Form
Number

Client

Staff
Staff
Staff
Staff

Manager

Range

Client
Partner

Task Description

Engagement
Partner

I

Estimated Time
(Days □
Hours □ )

TOTALS

From

1

To
From

2

To
From

3

To
From

4

To
From

5

To
From

6

To
From

7

To
From

8

To
Prepared by

Date

Approved by Date

ESTIMATE
TOTALS

From
To
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Exhibit 3B

Estimated Fee Computation

Time Range

Rate

From

To

Client Partner

Fee Range
From

To

$

$

$

$

$

$

Engagement Partner
Manager
Staff
Staff
Staff
Staff
FEE ESTIMATE TOTALS
Other Charges
Report & Multilith
Travel
Contingency

TOTALS

Notes
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Prepared by _

Date

Approved b y.

Date

Reviewed by.

Date.

Reviewed by

Date

Exhibit 4

Engagement Letter
(CPA Firm’s Letterhead)
Date
Mr. David Simpson, President
Atlas Manufacturing Corporation
Smithville, Ohio 12345
Dear Mr. Simpson;
This letter outlines our understanding of the arrangements we made in your
office yesterday relative to assisting Atlas Manufacturing Corporation in obtaining
new financing.
NATURE AND SCOPE OF WORK
We shall perform a study of Atlas's financing needs and the underlying rea
sons for these needs. Based on the study, we shall advise you concerning the
amount needed, the sources of funds, and the methods of financing available
to you. We shall assist you in evaluating the alternatives and in choosing the
source and method best suited to you.
Having determined the amount needed, the purpose, the source, and the
method, we shall assist you in preparing a business plan and other documents
necessary to make an effective presentation of your needs to the financing
source. We shall assist you in the presentation and the negotiations of the fi
nancing terms and conditions, as necessary.
ROLES
To provide an effective framework for this engagement, both parties must
have a clear understanding of their respective roles.
Our firm’s role encompasses the following;
•

Gathering data about the history and finances of the business

•
•
•
•

Analyzing the business’s financial requirements
Identifying sources and methods of financing suited to your needs
Assisting in the evaluation of the financing sources and methods
Assisting in the preparation of a business plan

•

Assisting in the preparation of the financing application package (docu
ments)
Assisting in the presentation of the application package and in negotiations
of terms and conditions

•

Your company’s role encompasses the following;
•
•
•
•

Providing financial records and other data that we request
Making your key people available for interviews and conferences
Making timely decisions on the various aspects of this engagement
Cooperating with our staff in developing the business goals and objectives
necessary to prepare a workable business plan
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Our firm’s role is essentially one of assisting, evaluating, and advising: al
though we will exert our best efforts, we offer no assurance that financing will be
obtained.
RESULTS AND BENEFITS
The tangible results of this engagement will be (1) a written business plan,
which clearly defines the objectives and goals of the business and outlines the
manner in which they are to be achieved and (2) the financing or funding package
necessary for adequate presentation of your needs to a financing source. The
intangible results of this engagement should include (1) a better understanding
of objectives and goals by key management personnel and (2) a better under
standing of the opportunities and challenges facing the business and the re
sources available for dealing with them.
TIME AND DURATION
We are beginning work on this engagement immediately and expect to com
plete it in approximately ten weeks. This timetable assumes adequate cooperation
by your personnel and ready availability of the data required for the preparation
of necessary documents.
ENGAGEMENT COMPLETION
We shall consider the engagement complete when all documents necessary
for the funding-needs presentation are complete and a "best effort” presentation
has been made. At this time we shall provide you with a letter advising that the
engagement is complete. If funding is not received after this presentation and
you wish us to assist you in making presentations to alternate sources, you may
extend this engagement by notifying us of your intent in writing.
If, during the course of the engagement, either of us becomes aware of facts
or circumstances that would preclude a successful conclusion of the engage
ment, the engagement may be terminated by one party notifying the other in
writing.
FEES AND PAYMENTS
Our fees for this engagement are based on time expended at our standard
hourly rates. Any out-of-pocket expenses will be billed in addition to our fees.
Our normal practice is to issue monthly invoices for the fees and expenses
incurred as the work progresses. Our invoices are payable upon receipt.
CONCLUSION
If any part of this letter differs from your understanding of this engagement,
please notify us at once so that we can establish a proper mutual understanding.
We appreciate this opportunity to serve Atlas Manufacturing Corporation and
look forward to a mutually profitable association.
Sincerely,

(Signer’s Name and Title)
(Firm Name)
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60
310

12
20
150

Develop conversion standards for each cost center

Implement and follow up

30

40

20

30

10

Develop labor standards for each cost center

2

Establish normal capacities for all cost centers

25

13

5

Develop general accounting procedures

30

45

10

10

10

10

Develop material costs and yield standards

5

25

Develop cost accounting procedures

Develop production reporting procedures

20

3

Establish cost centers

Financial and responsibility reports

5

20

Identify products

Administrative and general

460

80
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60
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12

30

35

70

30

13

15

30

Estimated Man Days
CPA
_________________ Task__________________ Firm Client Combined

Overall Program for Designing and Installing a
Standard Cost and Reporting System
Week Ending

Engagement Work Program Gantt Chart for Complex Engagement
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Responsibility

________________
________________

4. Prepare flowcharts in rough form. Indicate
paperwork volume and timing where appli
cable.

5. Establish personnel and processing require
ments based on projected work loads.

__________

__________

_______

_______

_______

_______

_______

________________

_______

-------------

------------

----------------

---------------------------

3. Revise the standard cost work sheets and
production orders to accommodate the new
accounting and management reporting in
formation requirements.

__________

_______

_______

_______ _

_____

_____

_____

------------------

___________

___________
------------------

________

________

___________

__________

_________ _____ _____

--------- --------------

_____

_____

--------- --------------

_______
-------------

_______
------------

________

_____

__________

__________
----------------

________________
---------------------------

Comments

Exhibit 5B

_________ ___________

End
Date

_______

Start
Date

_______

Actual

________________

__________

________________

________ of________

2. For each cost center perform the following
work;
a. Using the cost center specification sheets,
list the information required for reporting
actual cost and calculate standard earn
ings and variances and the timing for
developing the information require
ments.
b. Determine the most practical method of
obtaining the necessary information.
Coordinate the cost information require
ments with the plant production report
ing requirements.

1. Determine the basic requirements for devel
oping flowcharts by taking into account—
a. Requirements for management reports.
b. Reporting cycle (frequency of prepara
tion).
c. Data processing requirements.

__________________ Task __________________
Develop cost accounting procedures:

_______ Estimated_______
CPA
Firm
Client

_____________Man Days_____________

Engagement Work Program— Segment Detail of a Complex Engagement
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They provide the necessary paperwork
requirements.

13. Train cost accounting personnel in all phases
of the new system.

12. Review them with local branch personnel
and division and corporate management,
and obtain their approval.

11. Prepare written procedures and have them
typed.

10. Determine the procedures to be used in ac
counting for service cost centers (e.g., Re
pair and Maintenance Cost Center).

9. Develop procedures for establishing ac
countability of incoming raw materials and
returned goods.

8. Establish the policies for reporting labor and
expenses, and design reporting and distri
bution procedures.

7. Review the procedures used in accounting
for rejected and returned goods, and incor
porate them into the cost accounting system.

c.

6. Review flowcharts and personnel require
ments to determine that—
a. They have been prepared on a consist
ent basis.
b. They fulfill information requirements for
both content and frequency.
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Client Approval
by

Progress Meetings to Be Held

Estimated Fee

Client Liaison

Engagement Subtasks (and comments, if any)

Audit Liaison

Engagement Reviewer
Date

Staff

Engagement Director

Code No.

Resp.
of

Start
Date
End
Date

Fee

Est.
Hours

Date

Hours

Revised Est.

Concise Description of Engagement and Its Purpose

Address

Date

Prepared by

Client

MAS Engagement Work Program, General Format

Actual
Hours

Exhibit 6
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Total Time

Total Fieldwork
Total MAS Supervision Time

Work Steps

Budget

Week Ended
Week Ended
Week Ended
Week Ended
(Over)
(Over) This To
(Over) This To
To
To
(Over) This To
To
This To
To
Week Date C omp. Under Week Date Comp. Under Week Date Comp. Under Week Date Comp. Under

Partner_______________________________Manager__________________________ Consultant_____________________________

Client______________________________

MAS Engagement Time Control Form

Exhibit 7

Exhibit 8

MAS Engagement Planning, Management,
and Execution Control Form
Engagement Data
Client __________
Address
(street)
(city)

(state)

Nature of Business
Engagement Objectives

Time Frame
Starting Date ____________
Anticipated Completion Date

Firm Personnel
P a rtne r_________________
Manager ________________
Staff ___________________

Client involvement
Client Reporting and Administration Contact(s) _________________
_______________________________________________ Phone No.
Client Personnel Assigned to Project Staff and Their Project Duties

Reviewers
General Reviewer ____________
Technical or Special Reviewer(s)
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(zip code)

Exhibit 8 (cont.)

MAS Engagement Control Checklist*

_____________________ Activity/Task_________________

Enter check
or NA

A. Planning
1. Engagement work program developed.
2. Appropriate staff assigned.
3. Hour estimates and target dates checked for reason
ableness.
4. Work program reviewed by appropriate parties (firm and
client).
5. Deviations (if any) from initial understanding approved
by client.

□
□
□
□
□

Signature of Reviewer_____________________________
Date
B. Management and Execution
1. Engagement work program revised to reflect any changes
in understanding.
2. Hour estimates and target dates monitored periodically
against progress.
3. Engagement progress reviewed periodically with client
partner.
4. Engagement progress reviewed periodically with client.

□

□
□

□

Signature of Reviewer --------------------------------------------------Date
C. Engagement Conclusion
1. Completion of tasks in work program verified.
2. Engagement file checked for appropriate documentation.
3. Tentative findings, conclusions, and recommendations re
viewed informally with appropriate parties (firm and client).
4. Final technical review conducted.
5. Final objective general review conducted.
6. Results communicated to client.
7. Follow-up visit scheduled.
8. Follow-up visit conducted.
9. Engagement file closed.
Signature of Reviewer

□
□

□
□
□
□
□
□
□

__________________________

Date

*Backup documents, when appropriate, should be in the engagement file.

45

Bibliography
American Institute of Certified Public Accountants, New York
• Statements on Quality Control Standards (various)
• Statements on Standards for Management Advisory Services (various)
• MAS Practice Aids (various)
*Greiner, Larry E., and Robert O . Metzger. C o n s u ltin g to M a n a ge m e n t. Englewood
Cliffs, New Jersey: Prentice-Hall, 1983.
*Kelly, Robert E. C o n su ltin g , the C o m p le te G u id e to a P rofitable C a re e r. New
York: Charles Scribner’s Sons, 1982.
*Kubr, M. ed. M a n a g e m e n t C o n s u ltin g — a G u id e to the P ro fession . Geneva, Swit
zerland: International Labour Office, 1976.
*Each of these books includes a discussion of the conduct of some phases of engagements
by management consulting firms, which have much in common with MAS engagements by
CPA firms. The information may be helpful in providing an understanding of certain en
gagement activities.

47

MAS PRACTICE AIDS
MAS Small Business Consulting Practice Aids Series
No. 1 Assisting Small Business Clients in Obtaining Funds
No. 2 Identifying Client Problems: A Diagnostic Review Technique
No. 3 Assisting Clients in Maximizing Profits: A Diagnostic Approach

MAS Technical Consulting Practice Aids Series
No.
No.
No.
No.
No.

1
2
3
4
5

EDP Engagement: Systems Planning and General Design
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Financial Ratio Analysis
EDP Engagement: Software Package Evaluation and Selection
EDP Engagement: Assisting Clients in Software Contract
Negotiations

MAS Practice Administration Aids Series
No. 1 Developing an MAS Engagement Control Program
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